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1. Pactors in the labor. situatian in Shanghai which meke labor riots or revolt
& possibility ere:

a. |The economic vosition of Shanshai workers is almost unbezrable. Their
!wagee have been frozen, and the sslaries of textile workers, who conetitute
"' the majority of Shanghal labor, have been cut sixty ver cent,

b, New regulations bhave resulted in the virtual disevneszrance of food from
Shanrbal markets. Even rationed rice £{s not avallable, Black market food
prices are expremely high, :

10 Yueh-sheng's ectivities ars aimed at sebotagine the new etonomic
requlations, TU's wotive 1s revenge on CHIANG Ching-kuo for the arrest
of TU's son and the resulting loss of Tzce for 10U,

Bonuses are peyable at the end of Januarv. on the occesion of the Chinege
rew Year., This is often & time of 111 feeling in labor-management relztions,
end it is believed thet the Comrunists wey use thie occeeion as & slenal

for actlon. :

e. There is further loss of confidence in the government as 1mportant cities
continue to fall to the Communists.

N ar Comment.' The significance of this labor unrest 1s thet 1t could 1zad
vurre of the present Nationeligt fovernment leaders and the establlshment
coalition povernment for Chine., Such a cozlition government would vossibly
tlude LI Chi-ghen, but would not include Communlsis.

T

CHIANG Kai-shek's reesisnation le desired br all sesments of Chinese society,
but the Kuomintang cliques are not able to agree on & successor for him, Further-
more, it is doubtful 1f CHIANG will resign, or be forced to resign, until

Hanking falls,

e

o~

O B

{ <

<’\\UZ ot
RS

@ o,

i £

<

=)

A

25X1A9

DDA RAG. 77/1765

In the event of CHIANG's resirnation, LI Tsung-jen would be the most porular
choice to succeed him. LI, if in & vosition to form a government, would

probably include in if HU Shih and the Kwanesi Cligue. LI Chiechen and TSil Tipee
kal, South China dissident leaders, are neither nfluential nor highly rersrded
by LI Tsung=jen.) e t\t
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A large proportion of the 5,000 refugees sntoring Shanghal %o date are
probably Comsunists. In addif ton, bandis forces in the Shanghal ares,
nurbaring about 75,000, maintzin contact with the Cemmunlsts.
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